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LIMITED OFFICIAL USE STATE 204372 

E.O. 11652: N/S 
TAGS: EFIN 

SUB J : CIV AIR - RECIPROCAL INCOME TAX EXEMPTION 

REFS: A. STATE 180071 B. SANTIAGO 5106 

TREASURY HAS BEEN IN CONTACT WITH MR. VICTOR 
OLGUIN OF CHILEAN EMBASSY HERE ON PROPOSED RECIPROCAL 
EXEMPTION OF AIRLINES. 

FOLLOWING POINTS WERE MADE BY TREASURY IN RESPONSE 
TO GOC DRAFT AGREEMENT. MAIOR SUBSTANTIVE AREA OF 
DISAGREEMENT IS THAT U.S. CANNOT MAKE THE EXEMPTION 
RETROACTIVE AS DESIRED BY GOC. SECOND DIFFERENCE OF 
SUBSTANCE IS THAT WE PREFER TO COVER SHIPPING AS WELL. 

IN ADDITION, THERE ARE A NUMBER OF TECHNICAL PROBLEMS 
IN RECONCILING THE TWO DRAFTS, E.G. THE FORM OF THE 
LIMITED OFFICIAL USE 
LIMITED OFFICIAL USE 
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AGREEMENT, WHICH FOR CHILE MUST BE A TREATY SUBJECT TO 
RATIFICATION AND FOR U.S. NEED ONLY BE AN EXCHANGE 
OF NOTES IMPLEMENTING EXISTING STATUTORY AUTHORITY; THE 
DEFINITION OF U.S. AND CHILEAN CORPORATIONS WHICH ARE 
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DEFINED DIFFERENTLY IN THE TWO DRAFTS AND COULD RESULT 
IN A CORPORATION BEING A RESIDENT OF BOTH COUNTRIES; AND 
WHICH TAXES ARE TO BE COVERED (THE U.S. DRAFT COVERS 
NATIONAL INCOME TAXES ONLY; THE CHILEAN DRAFT COVERS 
TAXES ON INCOME AND CAPITAL AT ALL LEVELS). ONCE 
AGREEMENT REACHED ON SUBSTANTIVE POINTS, TECHNICAL 
ISSUES MAY HAVE TO BE RESOLVED BY ARRANGING A ONE OR 
TWO DAY MEETING. 

MR. OLGUIN WILL RELAY MESSAGE TO HIS GOVERNMENT AND 
CONSULT WHETHER IF A MEETING NEEDED THEY ARE PREPARED TO 
SEND A DELEGATE TO WASHINGTON OR IF IT WOULD BE NECESSARY 
FOR U.S. TO SEND SOMEONE THERE. IT WAS AGREED THAT IT IS 
IMPORTANT TO SIGN AN AGREEMENT THIS YEAR FOR IT TO TAKE 
EFFECT AS OF JANUARY 1, 1975. 

WOULD APPRECIATE EMBASSY CONFIRMING THESE POINTS WITH 
MINISTRY FOREIGN AFFAIRS. PLEASE ALSO VERIFY IF INFORMAL 
VIEW EXPRESSED BY BURR (REPORTED REFTEL B) THAT OUR NOTE 
MIGHT BE ACCEPTABLE IF RESTRICTED TO AIRLINES IS STILL 
ACCURATE. IF GOC PREPARED TO CHANGE EFFECTIVE DATE OF 
THAT NOTE TO JANUARY 1, 1975, WE WOULD AGREE TO DELETE 
SHIPPING. THIS SOLUTION. IF ACCEPTABLE TO GOC, WOULD 
PERMIT AGREEMENT PROMPTLY. INGERSOLL 

LIMITED OFFICIAL USE 


« END OF DOCUMENT » 
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